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REVENUE DEPARTMENT][701]
Adopted and Filed

Pursuant to the authority of lowa Code section 422.68, the Department of Revenue hereby amends
Chapter 42, “Adjustments to Computed Tax and Credits,” and Chapter 52, “Filing Returns, Payment of
Tax, Penalty and Interest, and Tax Credits,” lowa Administrative Code.

These amendments update the Department of Revenue’s rules regarding the application of the solar
energy system tax credit to both individual and corporation income taxes in order to comply with 2015
Iowa Acts, chapter 124; 2016 Iowa Acts, House File 2459; and 2016 Iowa Acts, House File 2468. These
amendments also include nonsubstantive changes to clarify the rules.

Notice of Intended Action was published in the Jowa Administrative Bulletin as ARC 2736C on
September 28, 2016. One public comment was received in relation to this rule making. The comment
was in support of the rules as published in the Notice.

Several changes have been made to these amendments from the Notice of Intended Action in order
to clarify the expiration dates for the credits available under this program and the relationship between
the Towa credit and the federal credit. The changes add specific expiration dates for the credits for
systems installed on or after January 1, 2016; add citations to the federal provisions which determine the
expiration dates of these credits for lowa purposes; and eliminate misleading language that suggested
that the lowa credits would be automatically extended if the federal credits are extended. There is also a
change to the catchwords in subrules 42.48(9) and 52.44(9). The phrase “or beneficiaries of an estate or
trust” was added to the end of the existing catchwords. These changes to the catchwords were necessary
to better describe the information contained within the subrules and to match similar catchwords in other
rules related to tax credits.

Any person who believes that the application of the discretionary provisions of these rules would
result in hardship or injustice to that person may petition the Department for a waiver of the discretionary
provisions, if any, pursuant to rule 701—7.28(17A).

The Department of Revenue adopted these amendments on January 12, 2017.

After analysis and review of this rule making, no impact on jobs has been found.

These amendments are intended to implement lowa Code section 422.11L as amended by 2015 Iowa
Acts, chapter 124; 2016 Towa Acts, House File 2459; and 2016 Iowa Acts, House File 2468; and [owa
Code section 422.33 as amended by 2015 Iowa Acts, chapter 124.

These amendments will become effective March 8, 2017.

The following amendments are adopted.

ITEM 1. Amend rule 701—42.48(422) as follows:

701—42.48(422) Solar energy system tax credit. For tax years beginning on or after January 1, 2012,
a solar energy system tax credit is available for both residential property and business property located in
Iowa. The solar energy system must be installed on or after January 1, 2012, to be eligible for the credit.

42.48(1) Property eligible for the tax credit. The following property located in lowa is eligible for
the tax credit:

a. to d. No change.

42.48(2) Relationship between the lowa and federal credits. As stated in subrules 42.48(3) to
42.48(5) below, the Towa credit is a percentage of the applicable federal credit. Taxpayers who apply
for the Iowa credit must also claim the corresponding federal credit. Availability of the Iowa credit
for a specific type of installation in a given year is dependent upon availability of the federal credit for
that type of installation. The Iowa credit is coupled with the Internal Revenue Code as amended to and
including January 1, 2016. See Iowa Code section 422.11L(6); see also Public Law No. 114-113, Div. P,
Title II1, §§ 302, 303, 304, and Div. Q, Title I, § 187.




42:48(2) 42.48(3) Calculation of credit for systems installed during tax years beginning on or after
January 1, 2012, but before January 1, 2014. The credit is equal to the sum of the following federal tax
credits:

a. to ¢. No change.

d.  Fifty percent of the federal energy credit provided in Section 48(a)(2)(A)(i)(I1I) of the Internal
Revenue Code.

The amount of tax credit claimed by a taxpayer related to paragraphs 42-482)“¢~42.48(3) “a” and
“b” cannot exceed $3,000 for a tax year. The amount of tax credit claimed by a taxpayer related to

paragraphs 42:48(2)“¢~ 42.48(3) “c” and “d” cannot exceed $15,000 for a tax year.
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42:48(3) 42.48(4) Calculation of credit for systems installed during tax years beginning on or after
January 1, 2014, but and installed before January 1, 2047 2016. The credit is equal to the sum of the
following federal tax credits:

a. to ¢. No change.

d.  Sixty percent of the federal energy credit provided in Section 48(a)(2)(A)(1)(III) of the Internal
Revenue Code.

The amount of tax credit claimed by a taxpayer related to paragraphs 42-483)-e¢=42.48(4) “a” and
“b” cannot exceed $5,000 fora-tax—year per separate and distinct installation. The amount of tax credit
claimed by a taxpayer related to paragraphs 42483} ¢~ 42.48(4) “c” and “d” cannot exceed $20,000
fora-tax—year per separate and distinct installation. “Separate and distinct installation” is described in

subrule 42.48(7).
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42.48(5) Calculation of credit for systems installed on or after January 1, 2016. The credit is equal
to the sum of the following federal tax credits:

a.  Fifty percent of the federal residential energy property credit provided in Section 25D(a)(1) of
the Internal Revenue Code. This credit is set to expire December 31, 2021, in accordance with Public
Law No. 114-113 Div. P, Title 111, § 304.

b. _ Fifty percent of the federal residential energy property credit provided in Section 25D(a)(2) of
the Internal Revenue Code. This credit is set to expire December 31, 2021, in accordance with Public
Law No. 114-113 Div. P, Title III, § 304.

c.  Fifty percent of the federal energy credit provided in Section 48(a)(2)(A)(A)(II) of the Internal
Revenue Code. This credit applies to property the construction of which begins before January 1, 2022,
in accordance with Public Law No. 114-113 Div. P, Title III, § 303.

d.  Fifty percent of the federal energy credit provided in Section 48(a)(2)(A)(1)(III) of the Internal
Revenue Code. This credit is set to expire December 31, 2016, in accordance with Public Law
No. 114-113 Div. Q, Title I, § 187.

The amount of tax credit claimed by a taxpayer related to paragraphs 42.48(5) “a” and “b” cannot
exceed $5,000 per separate and distinct installation. The amount of tax credit claimed by a taxpayer

2



https://www.legis.iowa.gov/docs/iac/rule/701.42.48.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.42.48.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.42.48.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.42.48.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.42.48.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.42.48.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.42.48.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.42.48.pdf

related to paragraphs 42.48(5) “c” and “d” cannot exceed $20,000 per separate and distinct installation.
The term “separate and distinct installation” is described in subrule 42.48(7).

42—48(4) 42. 48!6! Appkeaﬁenﬁ#t-he—%a@dz—t— Tax credit award llmztatzons Ne—me*%tha-n%—lé

yea{—tha{—peﬂ—exﬁeﬁe—ﬂ&%z@-lé—aﬁd—zg}é—ta*yeaps— The followmg 11m1tat10ns apply

a. Aggregate tax credit award limit. No more than $5 million of tax credits will be issued for
calendar years beginning on or after January 1, 2015. The $4-5-million annual tax credit allocation
cap also includes the solar energy system tax credlts provided in rule 701—52.44(422) for corporation
income tax and in rule 701—58.22(422) for franchise tax. Awards-eftax-eredits-are-made-onafirst-come;
first-served-basis:

b.  Allocation for residential installations. At Beginning with tax year 2014, at least $1 million of
the $4-5-millien annual tax credit allocation cap for the 2044-to-2016 each tax years year is reserved for
residential installations. If the total amount of credits for residential installations for a tax year is less
than $1 million, the remaining amount below $1 million will be allowed for nonresidential installations.

¢.  Rollover of unallocated credits. ¥ Beginning with calendar year 2014, if the $4-5-miltien annual
tax credit allocation cap fer-the-2044-and20+5-+tax—years is not reached, the remaining amount below
$4-5-millien the cap will be allowed to be carried forward to the following tax year and shall not count
toward the cap for that year.

42.48(7) How to apply for the credit. Timely and complete applications shall be reviewed and
approved on a first-come, first-served basis. Applications for the tax credit may be submitted through
the Tax Credit Award, Claim, and Transfer Administration System (CACTAS), which applicants may
access through the department’s Web site.

a. Separate and distinct installation requirement. A taxpayer may elaim apply for one tax credit
for each separate and distinct solar installation. Each separate and distinct installation requires a separate
application. In order for an installation to be considered a separate and distinct solar installation, both
of the following factors must be met:

(1) Each installation must be eligible for the federal residential energy property credit or the federal
energy credit as provided in subrule 42-48(3) 42.48(1).

(2) Each installation must have separate metering

b.  Application deadline. i e teat
fe%ﬂ&%sel&ee&erg%meefeépfeﬁe&elﬁep&m%%aﬂédmemepmsmlh&e& For 1nstallat10ns completed on
or after January 1, 2014, the application must be filed by May 1 following the year of installation of the
solar energy system. Notwithstanding the foregoing sentence, the following extensions are applicable
to installations completed in 2014 and 2015:

(1) Solar energy systems installed during the 2014 calendar year shall be eligible for approval
under Towa Code section 422.11L even if the application is filed after May 1, 2015. Valid and complete
applications shall be accepted and approved on a first-come, first-served basis and shall first be eligible for
approval for the tax year during which the application is received, but not before the tax year beginning
January 1, 2016.

(2) Solar energy systems installed during the 2015 calendar year shall be eligible for approval
under Towa Code section 422.11L even if the application is filed after May 1, 2016. Valid and complete
applications shall be accepted and approved on a first-come, first-served basis and shall first be eligible for
approval for the tax year during which the application is received, but not before the tax year beginning
January 1, 2017.

c.  Contents of the application. The application must contain the following information:

(1) Name, address and federal identification number of the taxpayer.

(2) Date of installation of the solar energy system.

(3) The kilowatt capacity of the solar energy system.

(4) Copies of invoices or other documents showing the cost of the solar energy system.
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(5) Amount of federal income tax credit for the solar energy system.

(6) Amount of lowa tax credit requested.

(7) Fernenresidential-installations; All applicants must provide a completion sheet from a local
utility company or similar documentation verifying that installation of the system has been placed-in
service completed. For nonresidential installations, the completion sheet must indicate the date the
installation was placed in service. If a completion sheet is-net-available from the local utility company
or similar documentation is not available, a statement shall be provided that is similar to the one required
to be attached to federal Form 3468 when claiming the federal energy credit and that specifies the date
the system was placed in service.

(8) Forleased solar energy systems where the lessor is the applicant, the lessor should also provide
a copy of the solar energy system lease that indicates the property that is the subject of the lease and the
parties to the lease agreement. If the lessor is entitled to the Iowa solar energy system tax credit, the
lessee will not be entitled to such a credit.

d.  Waitlist. If the department receives applications for tax credits in excess of the annual aggregate
award limitation, the department shall establish a waitlist for the next year’s allocation of tax credits.
The applications will be prioritized based on the date the department received the applications and
shall first be funded in the order listed on the waitlist. With the exception of the extension described
in subparagraphs 42.48(7)“b (1) and (2) above, only valid applications filed by the taxpayer by May
1 of the year following the year of the installation of the solar energy property shall be eligible for the
waitlist. If the annual aggregate cap is reached for the final year in which the federal credit is available,
no applications will be carried over to the next year.

Placement on a waitlist shall not constitute a promise binding the state that persons placed on the
waitlist will actually receive the credit in a future year. The availability of a tax credit and approval of a
tax credit application pursuant to subrule 42.48(7) in a future year is contingent upon the availability of
tax credits in that particular year.

e e.  Certificate issuance. If the application is approved, the department will send a letter to the
taxpayer including the amount of the tax credit and providing a tax credit certificate number.

[ Claiming the tax credit. The solar energy system tax credit will be claimed on Form IA 148, Tax

Credits Schedule. Any-tax-eredit-in-excess-of the-taxtiability for-the-tax-year may-be-eredited-to-the-tax
Liability for the folowing ten-years-oruntilused; whicheveristhe-earlier The taxpayer must include with

any lowa tax return claiming the solar energy system tax credit federal Form 5695, Residential Energy
Credits, if claiming the residential energy credit or federal Form 3468, Investment Credit, if claiming
the business energy credlt

2. Refundability. Any credit in excess of the taxpayer’s tax liability is nonrefundable.

h.  Carryforward. Any tax credit in excess of the taxpayer’s tax liability for the tax year may be
credited to the taxpayer’s tax liability for the following ten years or until depleted, whichever is earlier.

i.  Transferability. The credit may not be transferred to any other person.
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- 42.48(8) Unavailable to those eligible for renewable energy tax credit. A taxpayer who is eligible
to receive a renewable energy tax credit provided in rule 701—42.28(422,476C) is not eligible for the
solar energy system tax credit.

42:48(5) 42.48(9) Allocation of tax credit to owners of a business entity or beneficiaries of an estate
or trust. If the taxpayer claiming the tax credit based on a percentage of the federal energy credit under
Section 48 of the Internal Revenue Code is a partnership, limited liability company, S corporation, estate
or trust electing to have income taxed directly to the individual, the individual may claim the tax credit.
The amount claimed by the individual shall be based upon the pro rata share of the individual’s earnings
of the partnership, limited liability company, S corporation, estate or trust. The maximum amount of
credit available to a partnership, limited liability company, S corporation, estate or trust shall be limited
to $15,000 for installations placed in service in tax years 2012 and 2013 and $20,000 for installations
placed in service in tax years beginning on or after January 1, 2014 te2616.

This rule is intended to implement lowa Code section 422.11L as amended by 20644tewa-Aets;
Senate-File 2340,-and 2014-Towa-Aets; House File 2473 section77 2015 Towa Acts, chapter 124, and
2016 Iowa Acts, House File 2468.

ITEM 2.  Amend rule 701—52.44(422) as follows:

701—52.44(422) Solar energy system tax credit. For tax years beginning on or after January 1, 2012,
a solar energy system tax credit is available for business property located in lowa. The solar energy
system must be installed on or after January 1, 2012, to be eligible for the credit.

52.44(1) No change.

52.44(2) Relationship between the lowa and federal credits. As stated in subrules 52.44(3) to
52.44(5) below, the Iowa credit is a percentage of the applicable federal credit. Taxpayers who apply
for the Towa credit must also claim the corresponding federal credit. Availability of the Iowa credit
for a specific type of installation in a given year is dependent upon availability of the federal credit for
that type of installation. The Iowa credit is coupled with the Internal Revenue Code as amended to
and including January 1, 2016. See Iowa Code section 422.11L(6); see also Public Law No. 114-113,
Div. P, Title III, §§ 302, 303, and Div. Q, Title I, § 187.

52:442) 52.44(3) Calculation of credit for systems installed during tax years beginning on or after
January 1, 2012, but before January 1, 2014. The credit is equal to the sum of the following federal tax
credits:

a.  Fifty percent of the federal energy credit provided in Section 48(a)(2)(A)(i)(I) of the Internal
Revenue Code.

b.  Fifty percent of the federal energy credit provided in Section 48(a)(2)(A)(i)(III) of the Internal
Revenue Code.

The amount of tax credit claimed by a taxpayer related to paragraphs 52-442)“a- 52.44(3) “a” and
“b” cannot exceed $15,000 for a tax year.

. he installati laced - cobefore 2012,

52:44(3) 52.44(4) Calculation of credit for systems installed during tax years beginning on or after
January 1, 2014, but and installed before January 1, 2047 2016. The credit is equal to the sum of the
following federal tax credits:

a.  Sixty percent of the federal energy credit provided in Section 48(a)(2)(A)(1)(II) of the Internal
Revenue Code.
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b.  Sixty percent of the federal energy credit provided in Section 48(a)(2)(A)(i)(IIT) of the Internal
Revenue Code.

The amount of tax credit claimed by a taxpayer related to paragraphs 52-443)“a- 52.44(4) “a” and
“b” cannot exceed $20,000 for-a-tax-year per separate and distinct installation. The term “separate and
distinct installation” is described in subrule 52.44(7).

52 44(5) Calculatton of credlt for systems mstalled on or aﬁ‘er January 1, 201 6 The credit is equal

to the sum of the following federal tax credits:

a.  Fifty percent of the federal energy credit provided in Section 48(a)(2)(A)(1)(I) of the Internal
Revenue Code. This credit applies to property the construction of which begins before January 1, 2022,
in accordance with Public Law No. 114-113 Div. P, Title III, § 303.

b. _ Fifty percent of the federal energy credit provided in Section 48(a)(2)(A)(1)(III) of the Internal
Revenue Code. This credit is set to expire December 31, 2016, in accordance with Public Law
No. 114-113, Div. Q, Title I, § 187.

The amount of tax credit claimed by a taxpayer related to paragraphs 52.44(5) “a” and “b” cannot
exceed $20,000 per separate and distinct installation. “Separate and distinct installation” is described in
subrule 52.44(7).

52—44(4) 52. 44!6! Appkeaﬁenﬁ#t-he—%a@dz—t— Tax credit award llmztatzons Ne—me*%tha-n%—lé
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yea{—that—peﬂ—exleﬁe—ﬂ&%z@-lé—aﬁd—zg}é—ta*yeaps— The followmg llmltatlons apply

a. Aggregate tax credit award limit. No more than $5 million of tax credits will be issued for
calendar years beginning on or after January 1, 2015. The $4-5-millier annual tax credit allocation cap
also includes the solar energy system tax credits provided in rule 701—42.48(422) for individual income
tax and in rule 701—58.22(422) for franchise tax. Awards-are-made-on-a-first-come;first served-basis:

b.  Allocation for residential installations. At Beginning with tax year 2014, at least $1 million of
the $4-5-miltien annual tax credit allocation cap for the2644-t0-2016 each tax years year is reserved for
residential installations. If the total amount of credits for residential installations for a tax year is less
than $1 million, the remaining amount below $1 million will be allowed for nonresidential installations.

c.  Rollover of unallocated credits. ¥ Beginning with calendar year 2014, if the $4-5-millien annual
tax credit allocation cap fer-the-2044-and20+5-tax—years is not reached, the remaining amount below
$4-5-millien the cap will be allowed to be carried forward to the following tax year and shall not count
toward the cap for that tax year.

52.44(7) How to apply for the credit. Timely and complete applications shall be reviewed and
approved on a first-come, first-served basis. Applications for the tax credit may be submitted through
the Tax Credit Award, Claim, and Transfer Administration System (CACTAS), which applicants may
access through the department’s Web site.

a. Separate and distinct installation requirement. A taxpayer may elaim apply for one tax credit
for each separate and distinct solar installation. Each separate and distinct installation requires a separate
application. In order for an installation to be considered a separate and distinct solar installation, both
of the following factors must be met:

(1) Each installation must be eligible for the federal energy credit as provided in subrule 52-44(3}
52.44(1).

(2) Each installation must have separate metering

b.  Application deadline.

fe%seh%energ%maee?edmfeﬁe&ekksep&h%%&nd—dsﬁnepmsmﬂa&e& For 1nstallat10ns completed on
or after January 1, 2014, the application must be filed by May 1 following the year of installation of the
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solar energy system. Notwithstanding the foregoing sentence, the following extensions are applicable
to installations completed in 2014 and 2015:

(1) Solar energy systems installed during the 2014 calendar year shall be eligible for approval
under Iowa Code section 422.11L even if the application is filed after May 1, 2015. Valid and complete
applications shall be accepted and approved on a first-come, first-served basis and shall first be eligible for
approval for the tax year during which the application is received, but not before the tax year beginning
January 1, 2016.

(2) Solar energy systems installed during the 2015 calendar year shall be eligible for approval
under Iowa Code section 422.11L even if the application is filed after May 1, 2016. Valid and complete
applications shall be accepted and approved on a first-come, first-served basis and shall first be eligible for
approval for the tax year during which the application is received, but not before the tax year beginning
January 1, 2017.

c.  Contents of the application. The application must contain the following information:

(1) Name, address and federal identification number of the taxpayer.

(2) Date of installation of the solar energy system.

(3) The kilowatt capacity of the solar energy system.

(4) Copies of invoices or other documents showing the cost of the solar energy system.

(5) Amount of federal income tax credit for the solar energy system.

(6) Amount of lowa tax credit requested.

(7) A completion sheet from a local utility company or similar documentation verifying that
installation of the system has been placed-inserviee completed. The completion sheet must indicate
the date the system was placed in service. If a completion sheet is-net-available from the local utility
company or similar documentation is not available, a statement shall be provided that is similar to the
one required to be attached to federal Form 3468 when claiming the federal energy credit and that
specifies the date the system was placed in service.

(8) For leased solar energy systems where the lessor is the applicant, the lessor should also provide
a copy of the solar energy system lease that indicates the property that is the subject of the lease and the
parties to the lease agreement. If the lessor is entitled to the Iowa solar energy system tax credit, the
lessee will not be entitled to such a credit.

d.  Waitlist. If the department receives applications for tax credits in excess of the annual aggregate
award limitation, the department shall establish a waitlist for the next year’s allocation of tax credits.
The applications will be prioritized based on the date the department received the applications and
shall first be funded in the order listed on the waitlist. With the exception of the extension described
in subparagraphs 52.44(7)“b (1) and (2) above, only valid applications filed by the taxpayer by May
1 of the year following the year of the installation of the solar energy property shall be eligible for the
waitlist. If the annual aggregate cap is reached for the final year in which the federal credit is available,
no applications will be carried over to the next year.

Placement on a waitlist shall not constitute a promise binding the state that persons placed on the
waitlist will actually receive the credit in a future year. The availability of a tax credit and approval of a
tax credit application pursuant to subrule 52.44(7) in a future year is contingent upon the availability of
tax credits in that particular year.

e e Certificate issuance. If the application is approved, the department will send a letter to the
taxpayer including the amount of the tax credit and providing a tax credit certificate number.

. Claiming the tax credit. The solar energy system tax credit will be claimed on Form IA 148,

Tax Credits Schedule. Anytax-—ereditin-execess-of the-taxtiabilityforthe-tax-year may-be-credited-to-the
tax-hability-for-the following ten-years-or until-used,-whicheveris-the-eartier: The taxpayer must include

federal Form 3468, Investment Credit, with any lowa tax return claiming the solar energy system tax
credit.
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2. Refundability. Any credit in excess of the taxpayer’s tax liability is nonrefundable.

h.  Carryforward. Any tax credit in excess of the taxpayer’s tax liability for the tax year may be
credited to the taxpayer’s tax liability for the following ten years or until depleted, whichever is earlier.

i.  Transferability. The credit may not be transferred to any other person.

d- 52.44(8) Unavailable to those eligible for renewable energy credit. A taxpayer who is eligible to
receive a renewable energy tax credit provided in rule 701—52.27(422,476C) is not eligible for the solar
energy system tax credit.

52:44(5) 52.44(9) Allocation of tax credit to owners of a business entity or beneficiaries of an estate
or trust. If the taxpayer claiming the tax credit based on a percentage of the federal energy credit under
Section 48 of the Internal Revenue Code is a partnership, limited liability company, S corporation, estate
or trust electing to have income taxed directly to the individual, the individual may claim the tax credit.
The amount claimed by the individual shall be based upon the pro rata share of the individual’s earnings
of the partnership, limited liability company, S corporation, estate or trust. The maximum amount of
credit available to a partnership, limited liability company, S corporation, estate or trust shall be limited
to $15,000 for installations placed in service in tax years 2012 and 2013 and $20,000 for installations
placed in service in tax years beginning on or after January 1, 2014 te-2016.

This rule is intended to implement lowa Code section 422.33 as amended by 2644Jewa-Aets; House
Eile 2473 section76 2015 lowa Acts, chapter 124, and 2016 Towa Acts, House File 2468.

[Filed 1/13/17, effective 3/8/17]
[Published 2/1/17]
EDITOR’S NOTE: For replacement pages for IAC, see IAC Supplement 2/1/17.
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